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June 8, 1978
NUMBER5105. 36

ASD( C)

Department of Defense Directive

SUBJECT Def ense Contract Audit Agency

Ref er ences: (a) DoD Directive 5105.36, “Defense Contract
Audit Agency, ” June 9, 1965 (hereby
cancelled)

(b) DoD Directive 5000.19, “Policies for
t he Managenent and Control of Informa-
tion Requirements, " March 12, 1976

A PURPGSE

Pursuant to authority vested in the Secretary of Defense
under the provisions of title 10, United States Code, this
Directive reissues reference (a) and establishes the Defense
Contract Audit Agency (hereafter referred to as “DCAA")

with responsibilities, functions, authorities, and relation-
ships as outlined bel ow.

B. MSSION

DCAA shal | :

1. Performall necessary contract audit for ‘the Depart-
ment of Defense and provide accounting and financial advisory
services regarding contracts and subcontracts to all Depart-
ment of Defense conponents responsible for procurement and
cuantract administration. These services will be provided
i n connection with negotiation, admnistration, and
settlenent of contracts and subcontracts.

2. Provide contract audit service to other Governnent
agenci es as appropriate.

CRGANI ZATI ON. AND MANAGEMENT

1. DCAA is established as a separate agency of the
Department Oof Defense under the direction, authority and
control of the Assistant Secretary of Defense (Conptroller)
It shall consist of a Director and such subordi nate organi-
zational elements as are established by the Director within
resources authorized by the Secretary of Defense.




c. Authorize the suspension, but not to term nate the services
of an enployee in the interest of national security in positions within
DCAA.

7. Cear DCAA personnel and such other individuals as may be
appropriate for access to classified Defense material and information in
accordance with the provisions of DoD D rective 5210.8, “Policy on
| nvestigation and O earance of DoD Personnel for Access to Classified
Defense Information,” February 15, 1962, and of Executive Oder 11652,
dated March 8, 1972, as anended.

8. Act as agent for the collection and paynent of enploynent taxes
| nposed by Chapter 21 of the Internal Revenue Code of 1954 and, as
such agent, nake all determnations and certifications required or
provi ded for under Section 3122 of the Internal Revenue Code of 1954
and Section 205(p)(l) and (2) of the Social Security Act, as amended
(42 USC 405(p)(l) and (2)) with respect to DCAA enpl oyees.

9. Authorize and approve overtine work for DCAA civilian officers
and enpl oyees in accordance with the provisions of the Federal Personnel
Manual Suppl enment 990-1, Section 550.111.

10.  Authorize and approve:

a. Travel for DCAA civilian officers and enpl oyees in accord-
ante with Joint Travel Regulations, Volune 2, DoD .Civilian Personnel;

b. Tenporary duty travel only for mlitary personnel assigned
or detailed to DCAA in accordance with Joint Travel Regulations, Volune
1, Menbers of Unifornmed Services; and

c. Invitational travel to persons serving w thout conpensation
whose consultive, advisory or other highly specialized technica
services are required in a capacity that is directly related to, or in
connection with DCAA activities, pursuant to the provisions of 5 USC
5703.

11.  Approve the expenditure of funds available for travel by mlitary
personnel assigned or detailed to DCAA for expenses incident to attendance
at meetings of technical, scientific, professional or other simlar
organi zations in such instances where the approval of the Secretary of
Defense or his designee is required by law (37 USC 412). This authority
cannot be redel egate.

12.  Devel op, establish and maintain an active and continuing Records
Managenent Program pursuant to the provisions of Section 506(b) of
the Federal Records Act of 1950 (44 USC 3102), the Freedom of Information
Act Program (5 USC 552) and the Privacy Act Program (5 USC 552a).
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d. Adequacy of contractors’ accounting and financial management
systens, adequacy of contractors’ estimating procedures and adequacy of
property controls.

6. Assist responsible procurenent or contract admnistration

activities in their surveys of the purchasing-procurenment systens of
maj or contractors.

7. Direct audit reports to the Government nmanagenent |evel having
authority and responsibility to take action on the audit findings and
reconmmendat i ons.

8. Cooperate wth other appropriate Departnment of Defense conponents
on reviews, audits, analyses, or inquiries involving contractors’

financial position or financial and accounting policies, procedures, or
practices.

9. Establish and maintain l[iaison auditors as appropriate at najor
procuring and contract admnistration offices.

10. Review Ceneral Accounting Ofice reports and proposed responses
thereto which involve significant contract or contractor activities for

the purpose of assuring the validity of appropriate pertinent facts con-
tained therein.

11.  In an advisory capacity, attend and participate, as appropriate,
i n contract negotiation and other meetings which contract cost matters,
audit reports, or related financial matters are under consideration.

12.  Provi de assistance, as requested in the devel opnent of procure-
ment policies and regul ations.

13.  Perform such other functions as the Assistant Secretary of Defense
(Conptroller) may fromtime to tine prescribe.

E. AUTHORITY

The Director, DCAA, is specifically delegated authority to:

1. Have free and unrestricted access to and direct comruni cation

wth all elenents of the Departnent of Defense and other executive
departnments and agenci es as necessary.

2. Establish Defense Contract Audit Agency facilities using
appropriate established physical facilities and services of other DoD
conponents whenever practicable to achieve maxi mum efficiency and econony.

3. Obtain such information, consistent with the policies and
criteria of DoD Directive 5000.19, (reference (b)) advice, and assist-
ance from DoD conponents as he deens necessary.



4, Exercise the admnistrative authorities contained in enclosure 1
of this D rective.

F.  RELATI ONSHI PS

1. In the performance of his functions, the Director, DCAA
shal | :

a. Miintain appropriate liaison with other conponents of the
DoD, other agencies of the Executive Branch, and the General Accounting
O fice for the exchange of information and prograns in the field of
assi gned responsibilituec.

b. Mke full use of established facilities in the Ofice of
the Secretary of Defense, other DoD conponents, and other Governnental
agenci es rather than unnecessarily duplicating such facilities.

c. The mlitary departnents and other DoD conponents shal
provi de support, within their respective fields of responsibility,
to the Director, DCAA to assist in carrying out the assigned responsi -
bilities and functions of the Agency. Progranm ng, budgeting and
financing for such support will be in accordance with policies and
procedures prescribed by the Assistant Secretary of Defense (Conptroller).

2. Procurenent and contract administration activities of the DoD
conponents shall utilize audit services of the DCAA to the extent
appropriate in connection wth the negotiation, admnistration, and
settlenent of contract paynents and prices which are based on cost
(incurred or estimated), or on cost analysis.

G ADM NI STRATI ON

1. The Director, DCAA, shall be a civilian selected by the Secretary
of Defense.

2. The appointment of other personnel to the Agency will be subject
to the approval of the Director, DCAA.

3. DCAA will be authorized such personnel, facilities, funds, and
other admnistrative support as the Secretary of Defense deens necessary.

H  EFFECTI VE DATE

This Directive is effective i mediately.

Encl osure - 1 Deputy Secretary of Defense

Del egations of Authority
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DELEGATI ONS OF AUTHORI TY

Pursuant to the authority vested in the Secretary of Defense, and
subject to his direction, authority, and control, and in accordance
with DoD policies, directives, and instructions, the Director, DCAA,
or, in the absence of the Director the person acting for him is

hereby del egated authority as required in the adm nistration and opera-
tion of DCAA to:

1. Exercise the powers vested in the Secretary of Defense by
5 USC 301, 302(b) and 3101 pertaining to the enployment, direction and
general adm nistration of DCAA civilian personnel.

2. Fix rates of pay for wage board enpl oyees exenpted from G vil
Service classification by 5 USC 5102(c)(7) on the basis of prevailing

rates for conparable jobs in the locality Wwhere each instaffation i's
| ocat ed.

3.  Establish advisory commttees and enploy part-tine advisers
pursuant to the provisions of 10 USC 173, 5 USC 3109(b), the Federal
Advi sory Commttee Act, and the Agreenent between the Departnment of
Def ense (DoD) and the G vil Service Conmm ssion on enploynent of experts
and consultants, dated March 14, 1975.
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4,  Adm nister oaths of office incident to entrance into the Executive

Branch of the Federal Government or any other oath required by law in

connection wth enploynent therein, in accordance with the provisions

of 5 USC 2903, and designate in witing, as nay be necessary, officers
and enpl oyees of DCAA to performthis function.

5. Establish a DCAA Incentive Awards Board and pay cash awards to,
and incur necessary expenses for the honorary recognition of civilian
enpl oyees of the CGovernnment whose suggestions, inventions, superior
acconpli shnments orother personal efforts, including special acts or
services, benefit or affect DCAA or its subordinate activities in
accordance wth the provisions of 5 USC 4°*3 and G vil Service
Regul at i ons.

6. In accordance with the provisions of 5 USC 7532; Executive
Order 10450, dated April 27, 1953, as anended; and DoD Directive 5210. 7,
“Departnment of Defense Civilian Applicant and Enpl oyee Security Program
Septenber 2, 1966:

a. Designate any position in DCAA as a ‘sensitive” position;

b. Authorize, in case of an-energency, the appointment of a
person to a sensitive position in the Agency for a limted period of

time for whoma full field investigation or other appropriate investiga-
tion, including the National Agency Check, has not been conpleted; and



2. No separate contract audit organi zation independent of the
DCAA shal |l be established in the Department of Defense.

D.  RESPONSIBILITIES AND FUNCTI ONS

The Director, DCAA shall:

1. Organize, direct, and manage the DCAA and all resources assigned
to the DCAA.

2. Assist in achieving the objective of prudent contracting by
providing DoD officials responsible for procurenent and contract
admnistration with financial information and advice on proposed or
exi sting contracts and contractors, as appropriate.

3. Audit, exam ne and/or review contractors’ and subcontractors’
accounts, records, docunents, and other evidence; systens of internal
control; accounting, costing, and general business practices and
procedures; to the extent and in whatever manner is considered
necessary to permt proper performance of the other functions described
in 4 through 12 bel ow.

4.  Exam ne reinbursenent vouchers received directly from contractors,

under cost-type contracts, transmtting those vouchers approved for
paynent to the cognizant Disbursing Oficer and issuing DCAA Form 1,
“Notice of Contract Costs Suspended and/or Disapproved,” with a corv
to the cognizant contracting officer, with respect to costs clained but
not considered allowable. Were the contractor disagrees with a suspen-
sion ordisall owance action by DCAA, and the difference cannot be
resolved, the contractor may appeal in witing to the Adninistrative
Contracting Oficer (ACO who will make his determnation in witing.
In adddition, the contracting officer may direct the issuance of DCAA
Form1l, “Notice of Contract Costs Suspended and/or D sapproved,” wth
respect to any cost which he has reason to believe should be suspended
or di sapproved.

5. Provide advice and recommendations to procurenent and contract
adm ni stration personnel on:

a. Acceptability of costs incurred under redeterm nable,
incentive and simlar type contracts.

b. Acceptability of incurred costs-and estimates of cost to be
incurred as represented by contractors incident to the award, negoti a-
tion, nodification, change, admnistration, termnation, or settlenment
of contracts.

c. Adequacy of financial or accounting aspects of contract
provi si ons.
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13. Establish and use Imprest Funds for making small purchases of
material and services other than personal for DCAA when it is determ ned
mor e advant ageous and consistent with the best interests of the Govern-
mnt, in accordance with the provisions of DoD Instruction 5100. 71,

“Del egation of Authority and Regul ations Relating to Cash Held at
Personal Risk Including Imprest Funds,” March 5, 1973, and the Joint
Regul ation of the General Services Adm nistration/ Treasury Departnent/
General Accounting Ofice, entitled “For Small Purchases Wilizing
Imprest Funds.”

14.  Authorize the publication of advertisenents, notices or
proposal s in newspapers, nagazines or other public periodicals as
required for the effective admnistration and operation of DCAA
(44 USC 3702).

15 Establish and nmaintain appropriate Property Accounts for DCAA
and appoi nt Boards of Survey, approve reports of survey, relieve personal
liability, and drop accountability for DCAA property contained in the
aut hori zed Property Accounts that has been |ost, damaged, stolen,
destroyed or otherw se rendered unserviceable, in accordance wth
applicable laws and regul ati ons.

16.  Pronmul gate the necessary security regulations for the protection
of property and places under the jurisdiction of the Director, DCAA,
pursuant to subsections III.A. and V.B. of DoD Directive 5200. 8,
“Authority of MIlitary Conmanders under the Internal Security Act of
1950 to Issue Security Orders and Regulations for the Protection of
Property or Places under Their Command,” August 20, 1954.

17.  Establish and maintain, for the functions assigned, an
appropriate publications system for the pronulgation of common
supply and service regul ations, instructions, and reference docunents,
and changes thereto, pursuant to the policies and procedures
prescribed in DoD Directive 5025.1, “Departnent of Defense Directive
system” Novenber 18, 1977.

18. Enter into support and service agreenents with the Mlitary
Departments, other DoD agencies, or other Government agencies as

required for the effective performance of responsibilities and
functions assigned to DCAA.

The Director, Defense Contract Audit Agency, may redel egate these
authorities, as appropriate, and in witing, except as otherw se
specifically indicated above or as otherw se provided by |aw or
regul ation.

This delegation of authorities is effective i mediately.



